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All values in Canadian $ Millions 


and represent period averages KEY ECONOMIC INDICATORS 
unless otherwise indicated. 


ACTUAL FORECAST PERCENT FORECAST PERCENT 
INDICATOR 1984 1985 CHANGE 1986 CHANGE 


OUTPUT, PRODUCTION, EMPLOYMENT 


GNP (Current Prices, C$ Billion) 
| GNP (Constant 1971 C$ Billion) 
| Industrial Production (1971=100) 
Unit Labor Costs In Mfg. 1/ 
Wage Settlements (%) 2/ 
Employment (000 's) 
Avg. Unemployment Rate (%) 
Housing Starts (SAAR,000's) 


MONEY AND PRICES 


Exchange Rate: 1 C$ = US ¢: 73.00 
Interest Rates: 
Bank of Canada Rate 3/ 10.0-12.0% 10.0%- 
Chartered Bank Prime Rate 10.5-12.5% 10.5%- 
Price Indices: 
All-Items Consumer Price 
Index (1981=100) 127 32* 
Industry Selling Price 
Index (1971=100) 4/ 323..3* 


131.0 


334.6 
BALANCE OF PAYMENTS AND TRADE 


Official International Reserves 
(US$ Millions) 3, 769.5* 
Balance of Payments (C$ Billion) 
Current Account Balance 
Merchandise Trade Balance 
Service Balance + Net 
Transfers 
Merchandise Exports 
(U.S. % Share of Total) 
Merchandise Imports 
(U.S. % Share of Total) 


Main Imports from the U.S. (1984): Automotive vehicles and parts, C$22.9 billion; communications 
and electronic equip. C$6.3 billion; equipment & tools, C$4.7 billion; industrial machinery, C$4.9 


billion; agricultural machinery, C$1.5 billion; ores, primary metals and minerals, C$4.1 billion; 
chemical products, C$4.1 billion. 


Footnotes: * As of March 31, 1985. 
1/ Labor income per unit of output (1971=100). 


2/ Compound average annual increase in base rates (%). Wage settlements in 
all industries, all agreements. 


3/ Floating bank rate set .25 percentage points above Thursday's 9l-day treasury 
bill tender rate. 


4/ Essentially a producer price index. 


Sources: Statistics Canada; Bank of Canada Review 





NATIONAL ECONOMIC OUTLOOK 


SUMMARY 


In 1984, the Canadian economy recorded real GNP growth of 4.7 
percent, compared to 3.3 percent in 1983. In 1985 and 1986, Canada 
should enjoy continued economic growth, although at a more moderate rate 
-- in the three percent range. The relative weights of the components of 
GNP should shift somewhat, with the growth in exports and government 
spending slowing but offset in part by rising investment and consumer 
outlays. There should be some levelling out of regional growth rates, as 
activity in the lagging provinces picks up and output in the leading 
areas moderates. Exports will be influenced by the projected slowdown in 
the pace of economic activity in the U.S. The public sector's 
contribution to GNP growth is expected to decline as the federal 
government attempts to curb growth in the budget deficit beyond its 
projected level of US$26 (C$35) billion in 1984-85. The new Tory 
government has stated that its priority objectives will be to reduce the 
federal budget deficit, remove obstacles to growth, and encourage both 
domestic and foreign private investment. The Investment Canada Act, 
proposed by the Mulroney Government in late 1984 and expected to be 
approved by Parliament in mid-1985, would restructure and rename the 
Foreign Investment Review Agency (FIRA) so as to promote foreign 
investment in Canada. New energy agreements with key provinces have 
eliminated many of the complex regulations, taxes, and price controls 
associated with the National Energy Program (NEP). The Quebec Summit 
meeting in March 1985 between President Reagan and Prime Minister 
Mulroney produced an ambitious work program aimed at removing barriers to 
trade in goods and services between the U.S. and Canada. 


EXTERNAL SECTOR 


Canada's external sector made a major contribution to the country's 
4.7 percent real GNP growth rate in 1984. Total export earnings 
increased 24 percent, to US$86.9 billion, while total imports rose by 25 
percent, to US$70.8 billion. Canada thus registered a record US$ 16.1 
billion surplus on merchandise trade in 1984 (of which US$15.4 billion 
was with the U.S.). While this trade surplus is forecast to remain 
little changed in 1985 and 1986, the growth of both exports and imports 
is expected to slow considerably. Accounting for more moderate growth in 
trade are slower economic growth in both the U.S. and Canada and modest 
appreciation of the Canadian dollar, following the sharp but temporary 
exchange rate depreciation experienced in February 1985. The 1984 trade 
surplus was fueled by a broadly-based performance in key export sectors, 
including automobiles, energy, forest products, grains and mining, all of 
which are expected to continue to perform well in 1985 and 1986. 


Canada's current account surplus for 1984 stood at US$1.5 
billion, due almost entirely to the large surplus on merchandise trade. 
In 1985 and 1986, Canada's current account is forecast to record 
surpluses each year, but declining to under US$0.6 billion. As in 1984, 
the current account surplus will be sustained by merchandise trade, while 
the deficit on the services account is expected to continue to 
deteriorate to about US$15 billion in both 1985 and 1986. 





BUDGET & FISCAL POLICY 


The economic statement by Finance Minister Michael Wilson on 
November 8, 1984, in many ways, marked an important turning point for the 
Canadian economy. Concerned about the growing size of the federal 
deficit (projected at US$26 billion in FY1984-85 by the Finance 
Department), and the burdens imposed on the treasury by rising 
debt-service charges, Mr. Wilson announced expenditure cuts and other 
deficit-reducing measures totalling US$3 billion for the 1984-85 fiscal 
year. The federal government's official goal is to trim the deficit down 
to US$12 billion annually by the end of the decade. In addition, the new 
government initiated a broad ccnsultative process on a range of fiscal 
issues and probably will introduce further policy measures in the new 
federal budget, expected in late May 1985. Mr. Wilson suggested that 
existing spending programs, including social programs, would be reviewed 
with an eye to making them more efficient while at the same time helping 
to restore fiscal balance. The public debate since then, however, has 
revealed considerable differences among special interest groups and even 
within the government itself regarding the most appropriate ways to 
contain budgetary outlays. 


MONETARY POLICY 


Short-term interest rates declined steadily in the second half of 
1984. The prime rate fell to 11.25 percent and the central bank rate to 
10.09 percent by year-end. This movement brought interest rates near 
levels reached at the beginning of the year. However, short-term 
interest rates increased in February and March 1985, as the Canadian 
dollar experienced severe selling pressure, due in part to an 
exceptionally strong U.S. dollar. The Bank of Canada's ability to defend 
the currency was limited in part by shrinking reserves and by the federal 
government's inability to secure timely Senate approval of legislation to 
increase the government's borrowing authority. The government had to 
invoke emergency authority in order to borrow approximately US$1.2 
billion for purposes of providing support in the exchange market for the 
Canadian dollar. Downward pressure on the Canadian currency abated by 
the end of March and interest rates renewed their earlier softening. By 
late April, the Canadian banks' prime rate was 10.75 percent, the lowest 
in six and one-half years. Interest rates are expected to continue to 
ease moderately through 1985-86, largely consistent with the movement in 
U.S. interest rates. At the same time, the Canadian dollar is projected 
to appreciate somewhat during the remainder of 1985 and in 1986, although 
it is not expected to rebound to the 1984 average of 77.25 U.S. cents. 


CONSUMPTION, WAGES and EMPLOYMENT 


Inflation, as measured by the Consumer Price Index, dropped to 4.4 
percent in 1984, the lowest since 1971. It is expected to remain in the 
3.5 to 4.5 percent range in 1985 and 1986. Private consumption increased 
3.4 percent in 1984, and a similar rate of increase is expected in 1985 
and 1986. However, increases in real disposable income are expected to 
be limited, due in part to persistent slack in the labor market and 
continued modest wage settlements. The projected rise in consumer 
spending, therefore, is based in large part on an anticipated easing in 
Canada's exceptionally high rate of personal savings. The unemployment 





rate experienced little improvement during 1984, averaging a stubbornly 
high 11.3 percent. Employment gains are expected to average about 2.4 
percent: per year in 1985-86, the same as in 1984 and slightly greater 
than expected growth in the labor force. As a result, the unemployment 
rate is projected to decline. However, the improvement will be only 
marginal and the rate probably will remain above 10 percent through 1986. 


INVESTMENT 


Although real spending on business investment continued to lag in 
1984, the decline of 0.5 percent in real terms was a marked improvement 
over the 5.8 percent drop in 1983. Private investment is expected to 
pick up in both 1985 and 1986, with projected annual increases averaging 
in the four to five percent range each year. The more optimistic outlook 
is based on an improved investment climate, revived business confidence 
in government policies, improving debt-equity ratios among Canadian 
firms, reasonably sustained external demand, and rising domestic consumer 
demand. To encourage more foreign investment in Canada, the new Tory 
government introduced in December 1984 new legislation proposing the 
abolishment of the Foreign Investment Review Agency (FIRA), and its 
replacement with a new agency, Investment Canada, whose mandate would 
include investment promotion. Under the proposed legislation, virtually 
all new investments, except those in sectors deemed culturally sensitive 
or involving Canada's national identity, as well as takeovers below 
specified thresholds, will be exempted from Agency review. 


ENERGY 


In February and March 1985, the federal government reached energy 
agreements with the provinces of Newfoundland, Alberta, Saskatchewan, and 
British Columbia. The first agreement, signed February 1l, between the 
Government of Canada (GOC) and Newfoundland, and known as the “Atlantic 
Accord," gives that province essentially the same degree of control over 
development of its offshore oil resources as would be the case if those 
resources were on land. It also promises Newfoundland a substantial 
development grant from the federal government, as well as the bulk of 
fiscal revenues from oil developments. 


The second, and more important, agreement between the GOC and the 
provinces of Alberta, Saskatchewan and British Columbia, was signed on 
March 26. That agreement, dubbed the "Western Accord," calls for the 
deregulation of Canadian crude oil pricing and marketing, proposes a more 
mMarket-sensitive arrangement for natural gas prices, and phases out most 
of the taxes introduced under the National Energy Program (NEP), most 
importantly, the Petroleum and Gas Revenue Tax (PGRT), the Petroleum 
Compensation Charge (PCC - a levy that subsidized domestic importers of 
higher-priced foreign crude), and the Canadian Ownership Charge (COSC - a 
charge applied to retail oil and gas sales to fund Canadian buyouts of 
foreign-held domestic energy assets). Petroleum Incentive Program (PIP) 
payments are to be phased out over the next two years. This substantial 
dismantling of the NEP is expected to stimulate profits and new 
investment in the energy sector, particularly in Alberta. 





QUEBEC SUMMIT 


At the Quebec Summit, held March 17-18, 1985, President Reagan and 
Prime Minister Mulroney indicated that the two governments had resolved a 
number of irritants that had marred Canada-U.S. relations in the areas of 
trade and investment. These included: country-of-origin marking 
requirements; tax-free treatment of certain tourist literature; improved 
administration of quotas on specialty steel, and settlement of a number 
of outstanding safeguards issues. In addition, the two leaders directed 
their respective trade representatives to establish a bilateral mechanism 
to examine all possible ways to reduce and eliminate existing barriers to 
bilateral trade in order to secure and facilitate trade and investment 
flows. The federal trade ministers, after full consultation with the 
private sector and all levels of government, will report back to the 
President and Prime Minister in September 1985, and again in March 1986, 
on actions to be taken to remove specific impediments to trade. The 
subjects to be explored include: government proctrement and funding 
programs; standardization, reduction or simplification of regulatory 
requirements; improvement in the Canada-U.S. Air Transport Agreement; 
strengthening the market approach to Canada-U.S. energy trade; reduction 
of tariff barriers; facilitation of travel for business and commercial 
purposes; elimination or reduction of tariff and non-tariff barriers to 
trade in high technology goods and related services; cooperation to 
protect intellectual property rights. 


REGIONAL OUTLOOK 


Atlantic Provinces 


Newfoundland's economy expanded by 3.5 percent in 1984, but growth 
in 1985 is projected to drop into the two percent range. One source of 
strength for Newfoundland's economy in 1985, despite structural problems, 
could be the Canadian fishing industry, which was in turmoil in 1984 
because of strikes, poor fish stocks, bad sea conditions, and weak 
markets. Development of Newfoundland's oil and gas reserves should lead 
to increased activity, prompted in part by the "Atlantic Accord," 
concluded by the federal and Newfoundland governments in February 1985, 
on offshore resource management and revenue-Sharing. 


Real gross domestic product in Prince Edward Island expanded by 2.5 
percent in 1984, but the rate is expected to ease to below two percent in 
1985. Consumer spending, which has played a leading role in Prince 
Edward Island's economic performance over the past two years, is forecast 
to lose some of its momentum. Retail sales are expected to rise by less 
than five percent, down from 11.5 percent in 1984. On the positive side, 
agriculture and tourism provided stability to PEI's economy and are 


expected to maintain reasonable levels of activity throughout 1985 and 
1986. 


In 1984, the 6.7 percent advance in Nova Scotia's economy was the 
largest among all ten provinces. Predictions for 1985, however, foresee 
expansion at a greatly reduced rate of about 2.5 percent. Offshore 
exploration activity has peaked and there is uncertainty over the pace of 
development of the offshore Venture gas project. It is likely that the 
limited reserves in the Venture field will require linking up several 
Surrounding fields in order to make a gas export project economically 





viable. The province's diversified economic base will help to soften the 
adverse effects of a slowdown in offshore activity and the depressed coal 
mining industry in Cape Breton. However, neither traditional industries 

(e.g., fishing) nor new services can be expected to sustain a high 


overall rate of growth unless oil and gas developments move beyond the 
exploration stage. 


New Brunswick's economy expanded by 6.1 percent in 1984, due in 
part to significant increases in production from its resource-based 
industries. Estimates for 1985, however, are that output from the 
forestry and mining industries will advance only modestly, partly due to 
a decline in demand, especially in the U.S. market. Further delays in 
commencement of a US$3.0 billion project, for the building at Saint John 


of frigates for the Canadian navy, could adversely affect the province's 
growth rate. 


Quebec 


The province of Quebec continued its post-recession expansion 
during 1984, with gross domestic product increasing by 4.9 percent. 
Quebec outpaced most other provinces in capital investment and was one of 
the few provinces to record an increase in housing starts. While overall 
output is expected to increase by only about 2.5 percent in 1985, 
continued strong performance is anticipated in pulp and paper, as well as 
in exports of electricity, wood and paper products, zinc and other 
metals, and airplane and electronic parts. Mining presents an uneven 
picture: gold and zinc are buoyant but falling world prices for selected 
other minerals have closed several mining operations. The stronger 
investment outlook and the continued growth of consumer expenditures on 
durable goods should bring increases in steel production. The improved 
climate for investment, consumer spending and exports will benefit 
manufacturers substantially. Output of textiles, transportation 
equipment, electrical products, non-metallic mineral commodities, and 
chemicals is expected to grow in 1985-86. Unemployment, however, is 
expected to remain near 12 percent as businesses entering competitive 
markets seek to pare operating costs. They are improving labor 
productivity, especially by introducing more modern equipment and 
technology. The provincial government is examining ways of reducing 
expenditures, so unemployed persons and marginal firms may find it 
difficult to elicit increased governmental assistance. 


Ontario 

In Canada's single largest and most prosperous province, real GDP 
increased by an impressive 6.4 percent in 1984. The Ontario economy is 
forecast to expand by a more moderate rate of 2.5 to three percent in 
1985. The most marked deceleration is expected to take place in the 
mining industry, primarily as a result of depressed international 
commodity prices, particularly for copper and nickel. In the industrial 
sector, automobile production has been a leader in the last two years and 
is expected to remain firm in 1985. Removal of restraints on Japanese 
exports to the U.S. market and possibly to the Canadian market, however, 
could adversely affect the growth trend in the medium-term. 
Petrochemicals -- largely oil-based -- will remain at a competitive 
disadvantage vis-a-vis cheaper gas-based petrochemicals in the U.S. and 





western Canada. Mining and mineral refining industries continue to be 
influenced by low world prices for metals and high Canadian production 
costs. Output of pharmaceuticals is prospering, although Sales growth is 
not expected to be as strong as in 1984. Capital investment in Ontario 
is expected to increase by nearly 15 percent, led by expansion of plant 
capacity in transportation equipment (i.e., autos) and primary metals. 
Mining, printing, and paper (and allied industries) are other areas where 
new capital expenditures are forecast to increase Marginally. Housing 
starts in 1985 are projected to rise substantially as a result of reduced 
mortgage costs and increased demographic pressures. Consumer spending is 
expected to increase by two to three percent in 1985-86. The projected 
acceleration in investment spending should create good sales 
opportunities for U.S. exporters. However, the prospects for the new 
minority provincial government, given the May 1985 election's close ae 
outcome, suggests that the provincial authorities will approach sensitive 
economic issues with great caution. 


Prairie Provinces 


In 1985, Manitoba's economy is expected to expand by about 2.5 
percent, down from 3.6 percent in 1984. Manitoba was not as adversely 
affected by the 1984 drought as Saskatchewan was. However, output from 
the province's farm sector is expected to drop slightly in 1985 after a 
14 percent increase in 1984. Advanced plans for construction of one or 
more hydro-electric dams on the Nelson River promise a significant 
stimulus to economic activity. Transborder power sales in the U.S. 
already have been contracted and others are under negotiation. Bids by 
major U.S. and Japanese contractors are now being accepted. The 
provincial government is trying to attract energy-intensive businesses to 
Manitoba by offering available and inexpensive electricity. However, the 
government's hopes for such megaprojects may have been dampened by 
Alcoa's recent withdrawal from a proposed joint venture. The provincial 
government provides assistance to new investors, but a growing budget 
deficit may require spending constraints and/or tax increases. 


The Saskatchewan economy is still recovering from last summer's 
drought, which resulted in a 13 percent decline in agricultural output 
and left a record number of farmers in serious financial shape. The 
drought was the main reason that Saskatchewan's economic growth was less 
than one percent in 1984. Economic expansion is expected to reach 2.5 to 
three percent in 1985, based largely on a return to "normal" yields in 
crop production and moderate growth in the manufacturing sector. Growth 
in the food and beverage industry will provide the major strength for 
manufacturing in 1985, and the ongoing development of two heavy oil 
upgraders remains the focal point of Saskatchewan's petroleum industry. 
Development of a US$2.5 billion heavy oil upgrader in Lloydminster, along 
with a smaller upgrader in Regina, should provide ample opportunities for 
U.S. supply contractors with offices in Canada. The record 2,970 wells 
drilled last year reflect a positive response by the energy industry to 





provincial royalty and tax breaks and have made oil the single largest 
source of income for the government. On the mineral resource scene, a 
new international joint venture between the province and three European 
firms for the exploration of uranium in the Athabasca Sandstone Basin 
could expand utilization of the largest and richest uranium ore body in 
the world. Also, restructuring of the current provincial Minerals 


Resources Act in 1985 could clarify jurisdiction and existing legislation 
in the natural resource sector. 


Alberta finally took the road to economic recovery in 1984 after 
suffering from a major recession that lasted from the end of 1981 to the 
beginning of 1984. The important upswing in mineral fuel production, 
exploration and development is the major contributing factor. However, 
agricultural production fell because of the drought. Construction 
continued its decline (e.g., a 60.5 percent drop in housing starts), 
Owing to excess office and retail space as well as depressed demand for 
residential housing. The net effect of these factors was a 0.2 percent 
drop in Alberta's real Gross Domestic Product in 1984. Alberta's economy 
is expected to expand in the two percent range in 1985, due in part to 
renewed activity in the energy sector. The “Western Accord" -- the 
federal and provincial agreement to deregulate energy prices and 
eliminate taxes -- is expected to stimulate considerable new investment. 
In addition, agricultural recovery and increased output of 
petrochemicals, petroleum and coal products, and primary metals is 
expected in 1985-86. After net job losses in 1982-1984, employment in 


the province is forecast to increase by almost one percent in 1985, with 
new job opportunities primarily in the oil and gas industry and 
services. However, the unemployment rate is expected to stay around ll 
percent as more people enter the labor force. 


British Columbia 


GDP growth in 1984 was a sluggish 1.1 percent. Unemployment 
averaged nearly 15 percent, due in part to a prolonged labor dispute in 
the forest products sector and a widespread fishermen's strike in 
mid-summer. Low salmon stocks contributed to a decline in output in the 
fishing industry. British Columbia is forecast to enjoy stronger growth 
of perhaps two percent in 1985 and three percent in 1986, assuming no 
major work stoppages take place. Inflation of four percent in 1984 was 
at its lowest level in more than 13 years, and prices are projected to 
increase only about one to two percent in 1985. Investment spending in 
real terms is expected to increase by five percent in 1985 and 5.5 
percent in 1986. Anticipation of improved capital spending is based in 
part on the provincial budget for the fiscal year beginning April l, 
1985. The new budget emphasizes “economic renewal" and job creation, and 
provides for a number of tax changes and industrial and business 
incentives that were suggested by the private business sector. Despite 
the improved outlook, labor force growth and conversion of part-time to 
full-time workers are expect:d to keep the unemployment rate at 12 
percent. 





IMPLICATIONS FOR U.S. BUSINESS 


The more relaxed attitude toward foreign investment cited earlier 
in this report will be good news to the numerous U.S. companies that 
choose this vehicle for their operations in Canada. The firm U.S. dollar 
is of somewhat less concern than might be expected, apparently because of 
the nature and composition of U.S. exports to Canada (a large proportion 
of which are capital goods, including machinery and equipment, which tend 
to be less price-sensitive in the short run). In fact, during a year of 
a rising U.S. dollar, U.S. exports to Canada actually increased 27 
percent, in value terms, to US$46.5 billion. The U.S. also enjoys a 
favorable geographic position as well as a strong tradition as principal 
supplier to the Canadian market. Obviously, however, a prolonged period 
of exchange rate disadvantage associated with an unusually strong U.S. 
dollar could erode buyer loyalty. 


The lower rate of growth projected for Central and Eastern Canada 
especially is not good news. The province of Ontario rates as the second 
largest market in the world for U.S. goods and services (second only to 
Canada as a whole and larger than the Japanese market). Thus, the modest 
2.7 real GDP forecast for this key customer, and comparable figures for 
Quebec and Nova Scotia, despite rosier business investment projections, 
presage tougher challenges for U.S. sales representatives. Alberta is 
looking up, in part because it is coming back from so far down, but 
conversations with purchasing managers of some of the “majors" indicate a 
very gradual growth in activity. 


As was the case last year, best trade prospects continue to be in 
the almost traditional areas of: CAD/CAM and robotics; computer software 
products and services; construction machinery and equipment; energy 
industry supplies; industrial process control instrumentation; machine 
tools; material handling, conveying and related equipment; medical 
apparatus and supplies; office equipment and supplies; offshore oil/gas 
products and services; safety and security equipment; service industries, 
and telecommunications. 


Atlantic Canada: Offshore energy activities, particularly joint 
ventures, offer the best prospects for U.S. businessmen. In addition, 
hi-tech manufacturers are actively being wooed to locate in Nova Scotia 
through a variety of incentives, as evidenced by Pratt and Whitney's 
decision to locate a multi-million dollar facility there. 


Eastern Canada: Retooling and modernization in such industries as 
pulp and paper, forestry and lumber, woodworking, mining, textiles, 
aviation, and automobiles offer significant opportunities for sales. 
Smaller machine tools designed for independent tooling operations will 
sell particularly well. Demand for integrated office equipment, and for 
telecommunications equipment and the accompanying software will continue 
to grow. Demand will remain strong for medical supplies and equipment. 
There is a growing market for CAD/CAM software and robotics, especially 
that designed for use by small and medium-sized businesses. Quebec City 
offers opportunities for the sale of material handling and conveying 
equipment. There is a good market for safety and security equipment. 
There is, as well, a growing market for process control instrumentation 
and for equipment used in electrochemical and electrometallurgy processes. 





Central Canada: The importance of the Ontario market is reflected 
in the six U.S. trade missions visiting Toronto during April, May and 
June, 1985. This continues a pattern which prevailed in 1984 and 
illustrates the Ontario capital's position as Canada's dominant 
commercial and financial center and a must stop for U.S. business 
travelers. In the all-important Ontario market, U.S. exports of factory 
equipment and automotive products may drop somewhat because of the 
expected moderation in the rate of growth in Ontario's overall industrial 
output. However, exports of “hi-tech" products, especially those aimed 
at increasing productivity, should continue to be strong. Examples are: 
computer hardware and software, CAD/CAM, process control equipment and 
telecommunications. 


Prairie Provinces: The Government of Saskatchewan's industrial 
incentive program will probably be extended into 1985 and, possibly, 
1986, because the province is anxious to attract hi-tech firms to the 
city of Saskatoon. The University of Saskatoon's engineering department 
has a strong entrepreneurial spirit and routinely aids such firms in the 
area. The recent establishment of ten hi-tech companies illustrates the 
close, almost symbiotic, relationship between the University and business 
in Saskatoon and a positive investment climate. Changes in the NEP give 
rise to speculation that oil patch activities will pick up but, as 
mentioned earlier, there will not be an economic boom, at least not in 
the near term. 


Western Canada: In British Columbia, consumer spending is 
projected to increase. However, in apparent contrast to the effects of 
the exchange rate on exports of producer goods to central Canada, the 
currently firm U.S. dollar appears to have reduced the competitiveness of 
Many U.S. products destined for retail markets in western Canada. The 
provincial government's incentives package should help industry but, in 
the absence of a significant improvement in world resource and commodity 
price levels, such assistance is unlikely to be sufficient to encourage 
new investment spending on major new forestry or mining projects which 
would significantly improve opportunities for U.S. industrial exports. 











